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Abstract

The goal of this research effort was to determine recom-
mended topics to be taught in the Air Force Institute of
Technology Professional Continuing Education course CCN 331 -
Executive Cost and Price Analysis. This determination of
course content was necessary due to the changes required by
the implementation of Department of Defense Directive
5000.52-M, "Career Development Program for Acquisition Per-

scnnel.” The determination was accomplished by develcping =

p]

list of suggested topics and surveying a panel < six Covern-

@

ment pricing executives, managers, and experts via the Celph:
method. Kendall's Coefficient of Concordance test was uti-
lized to determine the significance of agreement betw=en the
experts. Using this methodology, a consensus was reached ¢
a prioritized list of 25 topics. In addition, recommenda-
tions for specific¢c areas of study relating to a topic wer:
received for 14 topics. The consenzus list of prioritized
topics and the recommended subtopics constitute our determi-
nation of content for CON 331 - Executive Ceo:zt and Price

Analysis.
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CONTENT OF AIR FORCE INSTITUTE OF TECHNCLGOUY CCURSE CON 331
AS DETERMINED BY EXPERTS IN THE FIELD: A CONTRACTING SURVEY

ANALYSIS USING THE DELPHI TECHNIQUE

Chapter I

Background and Statement of the Problem

General Issue

Since World War II, each presidential study reviewing
the problems within the field of acquisition has cited the
ne=d for a better trained, more professicnal workforce
(Pursch 1992). Specifically, the President's Blue Ribbon
Commission on Defense Management, better known as the Packard
Commission, stated

Federal regulations should establish business related

educatiocn and experience criteriz for civilian contract-

ing personnel, which will provide a bLasiz for the prc-
fessionalization 0f their career paths (Presidents

Blue Ribbon Commission 1986:27).

To address these concerns, Congress passed Chapter $7 53
Title 10, United States Code, and the Department of Defense
(DOD) issued DOD Directive 5000.52, "Defense Acquisition
Education, Training, and Career Development Program”, and
5000.52-M, "Career Development Program for Acquisition Per-
sonnel”, which implemented the law as well as consoclidated

several DOD regulations and directives relating to education

for acquisition personnel (DOD 1991:i). Hence, the Undersec-
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retary of Defense for Acquisition has directed the establish-
men: of appropriate education, training, and experimental
programs and prerequisites that will enable acquisition
personnel to obtain the level of education and experience
required for their assignments and responsibilities.

To provide appropriate education, training, and experi-
ence, each specialty within the acquisition career field
(e.g. program management, contracting, etc.), was reviewed by
the Department of Defense and specific education and experi-
ence requirements were established for entry (Level I),

jecurneyman (Level II), and managerial and executive (Level

I, perscnnel (DOD 1991:2-1). Various Air Fcrce Institute

[ ]

of Technology (AFIT) Professional Centinuing Education (PCZ,
departments are conducting studies to determine how well the
PCE courses meet the needs of the acquisition professicnalc

and how to improve the various courses.

Specific Problem

In order for an acquisition official in the Pricing
career field to receive Level III certification, they must
successfully complete the AFIT PCE course CON 331 - Executive
Cost and Price Analysis. The current objective of the course
is to provide the journeyman price analyst with training to
improve their technical skills and increase their technical
level of competency. Comments from pricing managers and

executives who have recently taken the course have raised

1-2




concerns regarding the usefulness and applicakility of the
course as currently structured. Therefore, this research
addresses the following problem: ©Now that CCN 331 is
required for Level I1I certification for pricing managers and
executives, what changes in the course curriculum need to be
made to meet the needs of current and future contracting

managers”

Investigative Questions

In order to resolve this specific problem, we identified
the attributes of the current course offering, including
personnel who are requir=d to take the course. This prcvided
a baseline for recommending changes to the course. After
this information was identified about the current course,
recommendations as to what topics need to be taught in future
courses werz proevided. This thought procesz led to the
following specific investigative guestions thiat wepe 3n-
swered.
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content?
3. What specific topics represent the needs of tha

people who are required to take the course?




Scope and Limitations

This research addressed only the education program for
pricing executives and managers in the contracting career
path as set forth in DOD 5000.52M "Career Development Program

for Acquisition Personnel’.

Definitions

To allow for a common basis of understanding, defini-
tions of the following terms are provided.

Expert. The expert is one who has a knowledge of the
problem area, has a good performance record in his area cf

expertise, has a high degree of objectivity and raticnality

Ft

(Tersine and Riggs, 1976:53-54), is broadly representativ=z ¢
the population that is being assessed, and, using Mary Parker
Follett's (1924) definition of expert: "has experience in
the organization and who therefore knows more about 1if:
inside the organization than anyone on the outside™ (Cl=zniIsiic
and Joseph, 1991:298).

Pricing Executive or Manager. Any individual in the

contracting career field (GS-1102 and comparable military)
who has the grade of GS/GM-13 or above or the rank of 0-4 or
above and ho.ds a job that is "primarily cost and price
analysis oriented” (DoD 1991: B.1-5).

Course Curriculum. Those topics, subtopics, and points

of emphasis that compromise the subject matter to be taught

during the class sessions.




£,

Ne2edad Topics. Areas of expertise or knowledge raguire

for a perscon tc zdegquately perfo

ry

m :the job of a pricing
executive or manager.

Pricer, Price analyst, or Cost and Price Analyst. An

individual who reviews and evaluates '"the separate cost
elements and proposed profit of (a) an offeror's or contrac-

tor's cost or pricing data and (b) the judgmental factors

3

applied in projecting from the data to the estimated costs i:

1
[ I7]
-

order tc form an opinion on the degree to which the proposec
costs represent what the cost of the contract should be,

.8C1).

n

assuming reasonapble economy and efficiency" (48 CFR 1

Thesis Overview

This thesis 1s composed of five chapters. This chapter
provided a detailed statement of the problem of revising a
training ccurse for pricing executives and managers, d=-
scrikad how *he piroblem arose, and provided the rackground
information assocciated with the problem. Chapter ZII szIlocic
the results of the literature review conducted in order =2
answer lnvestigative questions one and two and delineates th:
thought process used to develop the method for selecting
course topics. In Chapter III we explain and justify the
research design and methodology by providing in detail the
rationale for using the selected research methodolecgy as well
as describing the exact procedures used throughout the re-

search. Chapter IV describes the results obtained by follow-




ing our research design and presents an analysis of the
results. Finally, Chapter V summarizes the research effort
provides conclusions baced upon the research results, and

describes recommendations for future studies relating to

research.

’




Chapter I1I

Literature Review

Introduction

In this chapter, the need for training for pricing
executives and managers is explored. The population current-
ly required to taxe the =2xscutive pricing course is described
and the topics covered in the current course are delineated.
This discussion answers the f:irst t{wo investigative questions
(the third investigative question is addressed in Chapter
Ii). PFinally, an appropriate method for selecting topics

hd
-

for an academic course is explained.

Education Requirement Established

executive and management pevsonnel 1f they are to ramaia
effective anéd efficient (Palmer 1972: 398; Kowval 1271: £2;
Floyd 1990; and cthers). The President's Blue Ribbon Commic-
sion on Defense Management recommendad that the Department ci
Defense provide better training for professionals in the
acquisition career field (President'’'s Blue Ribben Commission,
1986:27). 1In response, the Department of Defense designated
mandatory Professional Continuing Education (PCE) courses for
each of three levels -- basic level (Level I), intermediate

level (Level II), and senior level (Level III) personnel --




for each acquisition career field (DCD 1991:2-1; Carlton

1989: Chapter I). To determine how well the AFIT PCE course
CON 331 meets the needs of the personnel required tc take the
course, investigative questions 1 and 2 were addressed du:iing

the literature review.

Investigative Question 1 -- Who Is Presently Required to Tak:

the Course?

h Bl

Level III certification is required for any GS/GM 12 and
above or 04 and above in the acgquisition career field (DCD
1991:2-1). DOD Directive 5000.52M, "Career Development

Program for Acquisition Personnel,'" identified the acquisi-
tion career field to include the following specialties:
program management; communications computer systems; con-
tracting; purchasing; industrial property manégement; systams
planning research, development, and engineering; test and
evaluation; manufacturing and producticn; gquality acsurance:
acquisition logistics; business, cost estimating and finan-
cial management; and auditing {(USD(A) 19%2: ii).

The contracting specialty (GS-1102 and comparable mili-
tary) includes the title designators of Contract Negotiatcr,
Contract Specialist, Contract Termination Specialist, Ccn-

tractor Administrator, Procurement Analyst, Administrative

Contracting Officer, Contract Price and/or Cost Analyst,

Contracting Officer, Procuring Contracting Officer, and

Termination Contracting Officer (DOD 1991: B.l-1).




WQMT 540 -- "Advanced Contract Pricing” has been dzsig-
nated as a training requirement for Leval III certificatica
for Contract Price and/cr Cost Analysts in the acquisition
career field specialty of contracting. The Defense Acquisi-
tion University renamed WQMT 540 to CON 331 -- "Executive
Cost and Price Analysis" (USD(A) 1992: 21).

Accordingly, tc obtain certification, any individual in
the acquisition career field specialty of contracting (33-
1102 and comparakle military) who has the grade of GS/GM 13
or above or the rank 2f 0-4 or above and holds a job that is
"primarily cost and price analysis oriented" is required to

have compieted CON 331 -- "Executive Cost and Price Analysis’

(DO 1991: B.l1-5).

Investigative Question 2 -- What Are the Current Course

Objectives and Content?

The current course -- CON 331, formerly WEMT 540 -- was
developed in the early 1980's to address specific problens

being experienced at that time and was directed toward

*

"sJourneyman working analysts" rather thaa managers and execu-
tives {(Laneman 1993). The objectives of the course, as
reflected in the current course description are tc "Provide
experienced procurement analysts with statistics and account-
ing tools necessary to analyze costs, establish cost estimat-

ing relationships, and develop reasonable cost estimates in

large system procurements” (AFIT 1989: 201-202). Topics in

ro
]
w




the current course include the impact of unallowable poc! and
kase costs on overhead allocation, prcobability and decision
analysis, tracking actual costs to estimated costs to ascer-
tain bias, and risk analysis and prcduction quantity. The
course was not originally designed to meet the needs of

pricing executives and managers.

Need to Review Curriculum.

Y
<

e

With the change in clientele for CON 331 due o

ir
b

4

P

(

Level III certification requirements and the current ccurs
objectives and content structured around the journeyman price

analyst, comments on the "End of Course Critique"” reflected a
growing dissatisfaction in the course content which waz act
evident in previous years' critigques (Daneman, 1992). Brown
found that with a change in doctrine, the educational preogruanm
for lcocgistician executives needed to be changed to meet tlhe
new requirements (Brown, 1990). Accordingly, the reoceoarch <
this thesis is focused on determining the topics that best

£il1l the educational needs of those reguired to compiete CICIU

331 for Level III certification.

An Approach for Selecting Topics for Course Design

A thorough review of available literature revealed
nothing that set forth curriculum to train pricing executives
and managers. Notwithstanding, several items have been

written for entry and intermediate level pricers (AFIT 19839%;




Crumbie and Willis 1350), as well as for executives in other,
closely related fields such as accounting and business admin-
istration {Palmer 1972: 338; and Reeve and Jensen 1972: 2i5).
Some sources suggestad that the nature of such a course
should be only to update the trainees on law and regulatory
changes (JFMIP 1990). However, that purpose is fulfilled by
an annual seminar required of all pricing chiefs and by

another mandatory course in the contracting curriculum, CCX

“

h]

C

CED(A; 1992: 21). BAccordin

7.

(¥}
Ve

301 "Executive Zcnt:iractiag” (

the nature ¢f a pricing ccurse for managers and executives :

n

more similar to a collegiate course with a well defined and
timely curriculum covering specific topics.

Delphi Discussicn. While :here existz an abundance c¢f

data concerning managerial and executive training in gensral,
no relevant data exists concerning specific, topical educa-
tional needs for pricing executives and managers. Consider-
ing the extant conditiocn, this research must Le euplcecrateuy
in nature. Whenever insufficient or no applicail: datz
exists the Delphi method is considerad an appropriate method-
ology (Zaloom 1974: 32). This mathod nct only permits the
gathering of information, but also provides for information
to be gathered from the people affected by the results, the
“"customer"”. This customer input is, in our opinion, vital
and though highly touted by the professional educational
establishment, is rarely used in curriculum development.

Prior research on the use of the Delphi method in education




needs assessment and curriculum design support the use of no
more than three iterations, and also support the use of koth
a Likert scale and a ranking process to estaklish the rela-
tive importance of the various tecpics. (Clzhiski and Jcseph
1991: 297; Weaver 1988: 18; Martin and Chaney 1993: 267).
Based on this prior research, the Delphi technigue was used
to answer investigative question 3 as described in the next
chapter. A more detailed discussion of the Delphi method i3

provided in Appendix A.

Summary

This chapter reviewed pertinent literature regarding the

requirement for executive education in general and the ICI':

"Executive Cost and Price Analysis" Course. Two of the

-
-~

t

investigative guestions were answered: Who is required

take the course? and What topics are covered in the curren

ct

course? Finally, based on the literature review, the DelgnLl
method was selected as the appropriate methodclogy to detul-

mine the topics needed for CON 331. 1In the next chapter, 4.

[t1]

)

methodology used in selecting the required topics is dis-

cussed in detail.




Chapteyr 111

Methodology

Qverview

The objective of this chapter i3 to thcrcughly explain
and justify our research design and methodciogy used to
anzwer Investigative Question 2. A brief summary of the

cblem is presented followed by the detailed methodology,

[a

P
description, and justificaticn of how we answered this spe-

cific investigative question.

Proklem Summary

In order to address the prcblem of revising the ccourse
“curriculum for CON 331 - Executive Cost and Price Analysis,
the following investigative guestions must Le answered.

1. Who 13 presently reguirel o tzke th: -course

-2

Winat are the current course chjectives and contan.!

)

2. What specific topicc reprasant the nee=ds ¢ th:
pecple who are reguired ©o z2Xe the coulse?
Investigative Questions 1 and 2 were answered in Chapter
11, Literature Review. Specifically, Question 1 (Who is
presently required to take the course?) was answered by
reviewing DOD Manual 5000.52-M, "Career Development Program
for Acquisition Personnel", November 1992 and Question 2

(What are the current course objectives and content?) by

w
!
=




&

raviewing the present courze syllabus and curriculum and

- e mtl. PRI PO T ¥ v 3= -~ -
irector. The thisd nvestiza

w

£,

interviewing the course
guestion will be answered via a gquesticnnaire methcdclogy

using the Delphi technigue as described belcw.

Question 3 Methodelogy

(19

Juestion 3 (What specific tcpicc represent the needz of

[ 7]

the pecple required to take the course?) was answered using i3
gquestionnaire methodology utilizing the Delpini technigque.

The gquestionnaire methcd resulted in a list cf the most
needed topics for CCN 331 which, in turn, served as the basiz
2Z the revised curriculum.

Description of Delphi -- When to Use and Current Apgi--

cation. The Delphi technique is a decision making aid that

elicits a consensus judgment cr cpinicn from a panel of

experts thrcugh an iterative gquestionnaire and feechach
process. The method is most useful whenever insufficiant o

no applicable data exits, the requirsd Zata is tco expsansive
to obtain and analyze, or the significant problem variallzs
and their interaction are not clearly known (Zaloom,
1974:32). A more detailed description of the Delphi tech-
nique is provided in Appendix A.

While there exists an abundance of data concerning
managerial and executive training in general, as well as
numerous studies in specific areas, e.g., training needs for

accounting executives and managers; as indicated in the

3-2




previous chapter, no relevant data exists ccncerning specif-
ic, topical educaticnal needs for pricing executives and
managers. The most appropriate methodology for this purpose
is deemed to be the Delphi technique (Clshfski and Josaph,
1991:297). The Delphi technique requires the determination
and selection of experts.

Requirements of Experts and Current Panel Selectica.

The size and compositicn cf the panel cf experts, as weii as
the nature cf the questionnaires and method of tabulation,
varies among areas of use. The experts must have knowledge
of the problem area, have a good performance record in their
areas of expertise, have & high degree of chjectiviiy and
rationality, and commit the time required for the study
(Tersine and Riggs, 1976:53-54). For education needs assess-
ment, the experts should also be broadl;y rzpresentative of

)

the population tha*t is being assessed, and have =sugell

{v

sk - o -

the organization and ther=fore know more abcut life incs:ids

the organization than anyone on ths ocutside {Tishfzhki an

Ml

Joseph, 1991:298).

Since the problem of identifying training topic require-
ments for pricing managers and executives i3 narrowly de-
fined, a relatively homogeneous panel was required. There-
fore, this study employs a panel of six experts. The experts
were chosen based on each experts current position, our
personal judgements, and the judgements of our thesis advi-

sors. Table 3.1 reflects the positions held and organiza-

3-3




ticns represented by the experts. (To aszure ancnymity, the
list ¢f positicns and crganizatiocns are not presented in a
one-to-one correspondence.)

TABLE 3.1

POSITIONS AND CRGANIZATICIIS OF EXPERT PANEL

Position Title Crganication
Chief, Price/Cost and Financial ASC
Analysis Branch SM-3LC
Chief, Pricing Division SAF
Cirector, Pricing and Finance OC_ALC
Chief, Contract Review and HQ,DLA
Pricing Division HZ, AFMC

Staff Price Analyst
Supervisory Contract Negotiator

The experts are all Z¢D civilian employees in grades SS,/GM
14-15 and represent a combined total acquisition experience

base in excess of 130 years.

The panelis* supervise, or establish centract priciag
pclicy fcr these whom the course i3 required. Thr=ze 2xperts

represent staff positicns and three should repressn*t buying
or field positions. D2rice analystz in ostaff positicns are
concerned with the regulations affecting the buying pecsitions
and with problems which go up through channels to the stafé
for action. Buying or field cost and price analysts support
Contracting Officers by performing cost analysis and leading
in price negotiations in large dollar purchases cr contract
modifications and by completing other related pricing tasks

assigned by the agency.




Two of the experts have extensiva centract administra-
tion experisnce. Four of the experts have extensive purchas-
ing experience. Two of the experts directly represent the
customer of the cost and price analyst, the Contracting
Officer. Four of the six experts are in positions that
require them to take the course. BAll of the experts are
required to take the course if they are to receive their
Level III certification in the pricing career field.

Based upon the results of who is presently required o
take this course and discussions with our thesis advisors, we
believe that the above described experts constitutes a panel
of experis gualified to reccmmend topics to be coverzd :1a 3
course for Level III certification for pricing managers an:i
executives. This mix of experts ensures that all aspects of
pricing management are represented, that the pcpulatizn cf
individuals who are required to take the course are rejpo -

sented, and that there is a high degree of customss Z.oput.

E

Use of Delphi in Educatiocnal Needs Assessment and

Curriculum Design. Miles Weaver (1928:18), and Dorocthy
Clshfski and Alma Joseph (1991:297) advocate the use of the
Delphi technique in training need assessment and curriculum
design. Both listed potential topics and asked the panelists
to indicate the relative need of each. Weaver used a Likert
type scale and used a simple mean of the scores for the

individual topics to establish the ranking of the topics frcm

3-5




most important to least important. Olshfski and Joseph asked
the panel to rank the topics from most important to least
important and then summarized the responses to obtain a
composite ranking. The summaries were sent back to the
experts for comment and reconsideration. The iterative
process continued until a ccnsensus was reached concerning
the most important tcopics to be covered in subsequent trzin-
ing courses. Each researcher sclicited additional topics
beyond those listed on the first questionnaire and neither
researcher required more than three iterations before a
consensus was obtained. This same process was used in this
research. However, 2 prerequisite was the need for a lizt of
possible topics. This was obtained through a seperate survey
of CQN 331 students.

Survey Design. The list of possible topics for CCH

331 to be used in the initial questiocnnaire fcr the panei I

experts was established as described below.

and February 1993 CCN 331 course offerings. Recall that this
course currently provides the jcurneyman price analyst with
training to improve their technical skills and increase their
technical level of competency. Also note that these classes
were not completely composed of only pricing managers and
executives. The topics contained in the surveys were deter-
mined by the researchers. This determination was based on

personal experience and informal discussions with several

3-6




individuals ia the pricing career field. In additicn to *

suggestad topics, reccmmendations were sclicited from the

he

survey participants for additional topics. We surveyed these

students to search for potential tepics to use in the Delphi

technique survey. The survey instrument and the results a
contained in Appendices B and C respectively.
Ia order tc ensure a wide variety cf topics fcr the

experts guesticnnaire, comments Zrom course critigues -om-

[

>

pleted by students throughout 1922, and, for compariscn
purposes, c¢ritigues f.om 1827 weras raviewed, as weli as

ilterature regarding the topics of concern for cost and pri

analysts was euplored. Bazed on this informaticen and tas

re

o~
-

results of the student surveys an initial questionnaire tc ©
administered tc the experts was established.

Initial Questionnaire. The questionnaire, develczsd z:
dzscriked above, waz cent tc¢ the panel of engpert: Tz
2xperts were requested to rate the tcpics based on ths Lop:.
tance of the topic as it relates to their needs. The vatl. .
is based cn a scalz of 1 to 5; 1 representing the ilcwa=zt
level of importance and 5 representing the highest levzi ol
importance. In addition, we requested recommendations frcm

the experts relating to topics that were not specificaliy
listed in the gquestionnaire. The initial questionnaire iz

contained in Appendix D.

]
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Tabulation of Results and Formulation of Second Ques-

tionpaire. Cnce the results were received, the raw data was

combined into é frequency of rating fcr each tcpic. Since
the objective of this questionnaire was to determine the mcct
important topics, we grouped the data into two categories;
category A representing topics where at least 3 of the 6
experts initially weighted a topic 4 or 5 (high on the scale
cf importance), representing a consensus of importance, and
category B representing the remainder of the topics. The
remainder of the questionnaire process concerned itself with
only the category A topics (as they represent the group
consensus as to the important topics) and all other topics
initially recommended by the experts (in order to give the

entire group of experts a chance to weight these topics).

}l
~
i

Secend Questionnaire Process. The second guestionnad

censisted of a listing of all of the topics that the ex

4]
Q
Lo
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r
r
5

determined to be impcrtant {category A topics) alcng with

[
by
4]

recommendations submitted in the initial survey. n thi
questionnaire, the experts were requested to rani the topics
in order of most important to least important. Ia additicn,
the experts were asked to provide specific areas of need
{subteopics) relating to at least their five most important
general topics. The second gquestionnaire is contained in
Appendix F.

Tabulation of Results. The results of the second gques-

tionnaire were tabulated by topic. We then performed Ken-




dall's :zoeEfi:i=2nt of concordance test to determine the

degree of agreement among the experts for the ranking ci the

tn

topics. (An explanation of how Kendall's coefficicent o
concordance works is contained in Appendixz H.) Having estzl-
lished a minimum confidence level of 85% and since the t=st
indicated agreement between the experts at a significance

lavel of less than 15% when adjustments were made fcr tlhe

pclarized topics, only two iterations of the questionnair=
Ja2re rasguicsd.
Survey Ianctrumsat Validity. Thz tecpic selecticn prczcze-

dure described above addresses the content validity cf ths
instrument. Zoncurrent and construct validity are =stain-

hed via twec appreoaches. The first, which is mors zcn-

[ 4]

T
b

L]

>erned with forecasting, compares the Delphi prediction: with

actual occurrences. Experimental results show that Delgal 15

"at lezast 2z 'good' predicter with predictions relativazl:
close to actuality"” (Tersine and Riggs, 1272:36). T+ Z=o..02

{2
Q

mpar2s Delphi with other, more ccnventional methods ...

P

1. .

nera, toc, the Delphi method has keen found to Le 3 moos
accuratz forecaster (Tersine and Riggs, 1976:56). Regarli.n;

the validity of using the Delphi technique for dsveiocpiing
curriculum requirements, Weaver states "The results you
obtain in a Delphi study represent a firm, locally valid

basis on which you can build a relevant curriculum”™ (Weaver,

1988:20). The "local" nature of this study, relating to its




ing for pricing executives znd managers.

Summar;
Previously, the question hierarchy and the pertinent
literature regarding the investigative questions were re-

viewed. This chapter thoroughly explained and justified

based on the Delphi technique was develcped to estaklish

h

[N

ist of suggested ccurse topics and subtopics to ke use

o

the CON 331 course curriculum. The next chapter providecs

insight into the data description and analysis c¢f the r=-

search.

validity, rests in the very narrcw topic c¢f intsrest, train-

research design and methodology. A questionnaire methcdolcgy

fu

,,
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Introduction

This chapter presents the resultz of our research =ffort
a3 described in Chapter III. The resulis and data analysis
fcr the student surveys (used tc develop the experts ques-
tionnaire) and the twoc iterations c¢f expert questicnnaires

are be presented followed by the specific findings az :they

relate to our investigative gquestions.

Student Surveys

As described in Chapter III, the purpose cf the studant
surveys was to gather input data for the formulation of tas

2xzpert's questicnnaire. The Jctober 21292 22N 231 =slazo iz
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surveyed to assist ir

5]

guestionnaire. The February 1993 CCH 231 clasz was alse
surveyed to validate the initial survey resul:s and search
for additicnal expert questionaaivce fcpics. The survey grvean
to both classes is contained in Appendix B.

The general format of the surveys is as follows. The
survey begins with an introductory paragraph explaining the
purpose of the survey. Next, there is a request for demo-
graphic information (i.e. current position, length in current

position, grade or rank, and years experience at given lev-

e
t
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els). This information was necessary in order to have a
general idea of the backgrounds of thz survey respondents. 2
listing of possible topics was'provided and the respondents
were asked to rate them in order cf need for their current
position with 1 representing a low need and 5 representing a
high need. This was followed by a request for any additiona!l

topics not contained in the survey.

Demographic Data Summary. Summarized in Table 4.1 1s

the demographic data collected during the student surveys.
The demographic data includes the total number of survey
respondents, whether they hold superviscry or nonsupervisory
positions, their grade or rank, and the average pricing

experience of the group.

TABLE 4.1

DEMOGRAPHIC DATA OF STUDENTS SURVEYED
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Total survey respondents: 27
Supervisory/Honsupervisory 11,19
Grade/Rank:
G3/GM-14: 3 38/CM-13: 11 Gs-12: 3
Lt Ccl: 2 Maj: 1 Capt: 1
Average Pricing Experience: 8.0 years

Survey Results. Table 4.2 lists the results from the
student surveys presented in ranked order of average weight-
ing (The individual raw data rankings are contained in Appen-
dix C.). The table lists each specific topic and the average

rating the topic received in the student survey.
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TABLE 4.2

RESULTS OF STUDENT SURVEYS

Average
Topic Rating

Estimates vs Actuals
Incentive Arrangements
Estimating
Evaluation of Bill of Material
Defective Pricing
* Analysis of Technical Input
* Analysis of DCAA Input
Claims
Overhead (Unallowables)
* Source Selection
Statistical Tools
Requests for Equitable Adjustments
¥ Factfinding
Cost Accounting Standards
Lease vs Buy
Disputed Claims
Jncompensated Overtime
Termination for Convenience
Ethical Negotiations
Warranties
Acguisition Professional
Development Program
Termination for Default
Laws, Cases
Depreciation
Value Engineering Change Proposal
Impact/Cost of CPR, Mil 5td 1567A
Management Information Systems
Alternate Disputes Resolution
Subordinate Training
Ethical Conduct
Deferred Compensation
Contract Basics
* Foreign Military Sales Pricing
Support
Court Appearances
Voluntary Refunds
Defense Base Operating Fund
* Depot Competition
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* Topics suggested by students




Formulation of Expert Questionnaire. As explained in

Chapter III, the purpcse of the student surveys was to deter-
mine topics to include in the expert gquestionnaire. In crder
to have a wide variety of topics in the first expert ques-
tionnaire, we decided not to eliminate any possible topics.
Therefore, all of the topics contained in the students survey

were included in the first expert questionnaire.

First Expert Questionnaire

As previously stated in Chapter IIl, the purpose of tha
first expert questionnaire was to present a list of possible
topics for the experts to rate in crder of preference for us=
in developing the curriculum for CON 331. The experts were
requested to score all of the topics on a scale of 1 to 5
with 1 representing a low need and 5 representing a high
need. In additicn to scoring the topics, the experis werz

alsc asked to include any topics that they considered impz:-

ct
[+
o]
ot

but were not included in the questionnaire.
Questionnaire Results. Illustrated in table 4.3 are tlh:
results of the first expert questionnaire. The topics are
listed as they appeared on the questionnaire. The table
lists each topic and its frequency of rating. The frequency
of rating represents how the group of experts rated a partic-
ular topic. For instance, ethical negotiations received 1
rating of 3, 1 rating of 4, and 4 ratings of 5. The raw data

scores from this questionnaire are contained in Appendix E.




TABLE 4.3
FREQUENCY CF SCCORES OF TCPICS RESULTING FRCM

TIR

RET EXPERT RESPONSE

Frequency

Topics i 2 3 4 35
Ethical Negotiations 0 0 1 1 4
Laws, Cases 0 0 1 2 3
Ethical Conduct 0 0 1 2 3
Overhead (Unallowable) 1 0 1 2 2
Estimating 1 1 o0 2 2
Depot Competition 2 0 o 2 2
Contract Basics o 1 1 2 2
Incentive Arrangements ¢ ¢ 0 5 1
Cost Ferformance Reports,

Work Measurement, etc. 0 1 1 3 1
Subordinate Training 2 0 0 6 ¢
Factfinding 1 1 1 0 3
Cost Accounting Standards 1 1 1 2 1
Estimates vs Actuals 1 0 2 2 1
Request for Equitable

Adjustment 11 1 2 1
Source Selection 0 0 3 3 ¢
Claims l1 1 1 3 °
Alternate Disputes

Resolution ) 1 3 ¢ 1
Defective Pricing 1 31 1
Foreign Military Sales

Pricing Suppor I 2 3 1 1
Evaluation cf Bill of

Materials 1 1 4 0 O
Statistical Tools c 2 2 2z ¢
Court Appearances > 1 1 Z ¢
Depreciation 1 1 3 1 0
Wwacranties 2 0 4 © 9o
Disputed Claims 1 2 2 1 ¢
Management Information

Systems 0 1 4 1 ¢
Deferred Compensation 2 1 1 2 O
Uncompensated Overtime 31 0 1 1
Termination for Default 2 2 2 0 ¢
Voluntary Refunds 2 2 0 2 0

Defense Base Operating
Fund

Value Engineering Change
Proposal 2 2

Termination for Convenience 2 2 2

Lease vs Buy Decisions 1 3 1

w
[
[
[
o

0 0
0 ©°
1 0
4-5




Analysis Performed. As eixplained in Chapter IlI, the
topics were divided into two grcups, Group A and Group B.
Group A represented the topics in which at least 3 of the 6
experts scored a given topic as a 4 or 5. This represented a
consensus as to an important topic. The remainder of the
topics were placed in Group B. The Group B topics were
excluded from the remainder of the research as they represent
topics in which expert interest as a group was not high.
Shown in Tables 4.4 and 4.5 are the group A and B topics
rasulting from this analysis. Table 4.4 represents the
topics which were included in the second experts gquesticno-
naire. Table 4.5 reflects those topics which the expsr<s dil
nct reach a consenzus as to being important tecpicz .. cco-
sideration. Both lists of topics are listed in order of
their mean average score, from highest to lowest.

The topics shown in Table 4.5 were suggested by the
experts for inclusicn as additicnal tcocpics in the nex: ju:zs-

tionnaire. This list represents recommendations frcow th

(v

experts as to topics they individually believe to be ci
importance to pricing executives and managers.

Formulation of Second Expert Cuestionnaire. The second

expert questionnaire consisted of the group A topics from the
first questionnaire that the experts agreed were important
(shown in Table 4.4) and any tcpic that was recommended by an

individual expert (shown in Table 4.6). This was necessary




TABLE 4.4

(GROUP A)

it

TOPICS TO BE INCLUDED IN THE SECOND QUESTIONNAIR

Ethical Negctiations

Laws, Cases

Ethical Conduct

Overhead (Unallowable)
Estimating

Depot Competition

Contract Basics

Incentive Arrangement:s

Cost Perfcrmance Reports, Work Measursment
Subordinate Trzining

Factfinding

Cost Accounting Standards
Estimates vs Actuals

Request for Equitable Adjustment
Source Selection

Claims

TABLE 4.5

TCPICS TO BE EXCLUDED FROM SECOND QUESTICNNAIRE (JRCTUI Z)

Alternate Disputes Resolution
Defective Pricing

Foreign Military Sales Fricing Support
Evaluaticn of Bill of Materials
Statistical Tcols

Court Appearances

Depreciation

Warranties

Disputed Claims

Management Information Systems
Deferred Compenzsation
Uncompensated Overtime
Termination for Default

Voluntary Refunds

Defense Base QOperating Fund
Value Engineering Change Proposal
Termination for Convenience

Lease vs Buy




TABLE 4.6

ACDITIONAL TOPICS SUGGESTED BY EXPERT PANEL
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Adequate Price Competition for Other than Firm-Fixed-Price
Pricing Arrangements

Contractor Financing

Cost Monitoring Reviews

DoD Profit Policy

Eichleay Formula for Unabsorbed Overhead

Pricing of Commercial Items

Program Management/Pricing Conflict Resolution
Roles/Responsibilities of a Price Analyst in Negotiations
Specialized Cost Reviews ie. Should Cost

in order to allow the entire panel of experts to rank the

individually suggested topics.

Second Expert Questiconnaire

The seccnd expert questicnnaire requested the axpert: .

fa)

rank all of the topics in order cf importance from 1 %o 25 (1
representis; the acoct important topic and 25 representiang ti2
least important). In addition, each expert was regussted ::
provide comments relating to at least their top & tcpicco.

The purpose of the comments was to receive suggested arcas ci
discussion relating to individual topics. The goal of this
Juesticnnaire was to establish a prioritized list of suggest-

ed topics and comments for at least the top 10 topics.

Questionnaire Results. Shown in Table 4.7 is the list

of topics and the rankings that each individual expert as-

signed each topic. The table lists each topic and indicates
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the ranking that each zzpert gave the topic. Tha topics arsz

listed in the order that they wers presentsd in the guesticn
naire.
TABLE 4.7
RANKINGS OF INDIVIDUAL TOPICS BY EXPERT
Expert
Topic - = 3 4 3 =
Ethical Negotiations 18 3 24 1¢ 1 2
Current Laws and Cases 9 2 20 13 2 1
Ethical <Conduct 13 4 23 6 z Z
Incentive Arrangements 7 1°C G 1 4 Ei
Establishing A Training Program

for Subordinates 13 5 10 15 5 14
FPundamentals of Contract Theory 8 24 13 ) 50024
Cverhead (Unallowables) 14 13 s 2 7 12
Impact/Cost cf TPR,

Mil std 1567A, etc 22 i3 18 1:i 2 -
Source Selection 2 1= 7 4 17 1z
Estimating 11 19 1 12 1C ZZ
Factfinding 12 20 2 2 11 It
Estimates vs Actuals i 21 4 I L 2
Depot Competition 1 14 14 7072z 1T
Cost Accounting Standards 15 23 5 i1 16 L2
Requests for Equitable

Adjustment 4 2 L3 > Lz
Claims 2 717 < I -
Adegquate Price Competition for

Cther than FFP 3 1 2 17 12 1
Centractor Financing 25 L2 ¢ o 1z B
Ccst Monitcoring Reviews 24 25 13 Lz 1 .=
oD Profit Policy 20 8§ 22 1% 14 1=z
Eichleay Formula for

Unabsorbed Overhead 5 16 21 23 24 17
Pricing of Commercial and MNcn-

developmental Items 16 6 11 9 23 13
Program Management/Pricing

Conflict Resoclution 22 1 19 24 18 1
Roles/Responsibilities of the

Price Analyst in Negotiations 17 7 25 9 2
Specialized Cost Reviews 23 9 12 10 g8 18




Table 4.8 lists all of the comments provided by the
experts for their five highest individually ranked topics.
The table lists the comments from the experts relating tc
specific recommendations on areas to ke discussed under
individual topics. The comments are listed in :the order

received.

TABLE 4.8

COMMENTS ON SPECIFIC TCPICS
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Comments:
Program Management/Pricing Conflict Resclution
-Frogram management's mission
-Pricing's mission
-Resolution of the conflicet

Roles/Responsibilities of the Analyst in Negotiziic.c
-Role of Contracting Officer
-Role of the Price Analyst
-Role of the field agencies
-Role of other technical support

Ethical Settlements in Negotiatiocns
-What is a settlement?
-What ethics are involved in negctiati
-Do laws protect the Sovernment f:rom p
the contractor's part?
-Egquity for beoth Government and contractor

-

s 0

co
Cor Lol Il2 -

Current Laws, Court Cases, Regulations
-FAR, DFARS
-ASBCA cases

Ethical Conduct
-Combine with "Ethical Negotiations"”
-Truth in Negotiations Act
-Disclosure of unallowable costs

Incentive Arrangements
-Types of contracts
-Performance incentives
-Tradeoffs

e
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TABLE 4.8 (CONTINUED)

COMMENTS ON SPECIFIC TCPICS

Establishing a Training Program for Subordinates
~-Need for technical training in such areas as
price/cost analysis, cost estimating, contract admin-

istration, cost accounting standards, overhead analy-
sis, etc.

Factfinding
-What +o look fcv
-How to conduct meetings

Requests for Zguitable Adjustments
-Rules fer establishing price
~-Contract terms, e.g. Not-To-Exceed, Changes Clause
-Differences between equitabkle adjustment and repricing
-How to achieve "leave them as you found them" while
complying with TINA
-Form in which proposal should be submitted

Source Selection
-Methods of evaluation
-Rules
~-How to perform cost realism assessment wiith limiied,
uncertified cost/price data
-Define realistic, complete, and reasonakle
-How to handle uncerrected CR's

Fundamentals of Ccntract Theory
-Contract provisions vs price
-Laws
-Contract types

Depot Competition
-Relationship between Cost Comparakility Haa ook aad
Cost Accounting Standards
-How to perfcim meaningful comparisons of public and
private proposals
-Overview of differsnces in costing practices among
the services

Adequate Price Competition for Other than FFP
-How to structure evaluation criteria to obtain apples
to apples ccmparison
-Examples of contract arrangements
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TABLE 4.8 (CONTINUED)
COMMENTS ON SPECIFIC TOPICS

Eichleay Formula for Unabsorbed Overhead
-Case law history
-Premise upon which entitlement is established
-Formula for calculation
-Burden of proof
-Allowability/unallowability of variable and semi-
variable costs in overhead pool

- e —E 4 W W e AW M = = - - - A - m Sm = e 4B T - A m = = e e = . ww = e o = o = —

Analysis Performed. A composite ranking of the experts

individual rankings was devesloped Ly summing the rank as-
signed by each of the experts to each tcpic. The compcsits
rankiag was then prioritized from most preferred to least
preferred. A calculated Kendall's coefficient of ccncordancs
(W) of .183, with the associated Chi-squared value of 26.4
and p-value of .334, indicates the degree of consensus is nct
very high (Kendall: Chapter 2). (Referasnce Appendix H for a
more detailed discussion of Kendall's coefficient cf concord-

ance (W), related statistical measures, and zpecific fcrmu-

[O]
1

lae.) The resulting prioritized composite ranking 1is zhowa
in Table 4.9, as is the analysis of the data.

A "polarized" topic is defined to exist whenever at
least two respondents ranked the tcpic in the first quartile
and at least two ranked it in the last gquartile. This polar-
ization of opinions on some issues is expected and reflects
valid observations or needs based upon the respondents lcca-

tions and/or experiences.

>
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TABLE 4.9

ANALYSIS OF RESPONSES TO SECOND QUESTIONNAIRE

- - - " -~ - = = = = = 4 4% = 4 = = = T R = = = - - - - - -

ITEM EXPERT §: 1 2 3 5 6 SUM (SUH-FS)Z
Incentive Arrangements 7 10 9 1 4 9 40 1444
Current Laws and Cases 9 2 20 13 2 4 50 784
Ethical Conduct 19 4 23 6 3 S 60 324
Source Selection 2 15 7 4 17 15 60 324
Establishing a Training Program for 13 5 10 15 5 14 62 256
Subordinates
Roles/Responsibilities of the Price "mnalyst 17 7 3 25 9 2 63 225
in Negotiations
Ethical Negotiations 18 3 24 16 1 3 65 169
Factfinding 12 20 2 2 1 20 67 121
AMequate Price Competition for Other than 3 11 8 17 19 10 68 100
Firm Fixed Price
Depot Competition : 1 14 14 7 2% 11 72 36
Requests for Equitable Adjustments 4 22 16 3 22 6 73 25
Estimating 11 19 1 12 10 2 74 16
Claims 6 17 17 8 21 7 76 4
Overhead (Unallowables) 14 18 5 21 7 13 78 0
Specialized Cost Reviews 23 9 12 10 8 18 80 4
Fundamsentals of Contract Theory 8 24 15 5 6 24 82 16
Cost Accounting Standards 15 23 6 11 16 12 83 25
Pricing of Commercial and Nondevelopmental 16 6 11 9 23 19 84 36
Items :
Program Management/Pricing Conflict 22 1 19 24 18 1 85 49
Resolution
Estimates 10 21 4 22 15 22 94 256
DoD Profit Policy 20 8 22 19 14 16 99 441
Contractor Financing 25 12 25 20 12 8 102 576
Eichleay Formula for Unabsorbed Overhead 5 16 21 23 24 17 106 784
Impact/Cost of CPR, Mil Std 1576A, etc 21 13 18 14 20 23 109 961
Cost Monitoring Reviews 24 25 13 18 13 25 118 1600
Total sum of ranks 1950
Mean of sum of ranks (MS) 78
Sum of squares of deviation from mean (S) 8576
Coefticient of concordance (W) 0.183
Chi-squared (xz) 26.39
Degrees of freedom (v) . 24
p-value 0.334
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When adjustments ars made for the four "polarized”
topics, the resultant coefficient of concordance iz .230, the
associated Chi-squared value is 27.5, and the p-valus

is .121, meeting our established significance level for
determining whether a consensus exists.

This polarization does not affect the overall ranking of
the topics, but does affect the apparent strength of the
agreement or degree of consensus. Without adjusting for the
polarized topics, the data reflects a 57% level of confidence
that the ranking reflects a consensus. After adjusting for
four polarized issues, the level of confidence rises to 28%,
which is considered appropriate for decisions regariing
issues as general as education. Table 4.10 presents the

analysis of the data with the adjustments for the polarized

topics. The polarized topics are indicated with an astarisk.

Findings

Investigative Question 1. Investigative question 1, The
is presently required tc take the course?, was answerad in
Chapter 2, Literature Review. We found that any individual
in the contracting career field (GS-1102 and ccmparable
military) who has the grade of GS/GM-13 or above the or rank
of 0-4 or above and holds a job that is "primarily cost and
price analysis oriented"” is required to have completed CON

331 -- "Executive Cost and Price Analysis” (DOD 1991: B.1l-5).

—




TABLE 4.10

ADJUSTED ANALYSIS OF RESPONSES TO SECOND QUESTIONNAIRE
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ITEM EXPERT #: 1 2 3 5 6 SUM (sun-ns)z
Incentive Arrangements 6 9 8 1 4 7 35 961
Current Laws and Cases 7 1 16 10 2 3 39 729
Ethical Conduct 16 3 19 3 3 4 48 324
Source Selection 2 14 6 2 15 13 52 196
Establishing a Training Program for 10 4 9 12 5 12 52 196
Subordinates
Roles/Responsibilities of the Price Analyst 14 [ 2 21 8 1 52 196
in Negotiations
Ethical Regotiations 15 2 20 13 1 2 53 169
Factfinding *
Adequate Price Competition for Other than 3 10 7 14 16 8 58 64
Firm Fixed Price
Depot Competition 1 13 13 4 21 9 6l 25
Requests for Equitable Adjustments *
Estimating 9 18 1 9 9 18 64 4
Claims 5 16 14 5 18 5 63 9
Overhead (Unallowables) 11 17 4 18 6 11 67 1
Specialized Cost Reviews 19 8 11 7 7 16 68 4
Fundamentals of Contract Theory *
Cost Accounting Standards 12 20 S 8 14 10 69 9
Pricing of Commercial and Nondevelopmental 13 5 10 6 19 17 70 16
Items
Program Management/Pricing Conflict
Resolution *
Estimates 8 19 3 19 13 19 8l 225
DoD Profit Policy 17 7 18 16 12 14 84 324
Contractor Financing 210 11 21 17 10 6 86 400
Eichleay Formula for Unabsorbed Overhead 4 15 17 20 20 15 91 625
Impact/Cost of CPR, Mil Std 1567A. etc 18 12 15 11 17 20 93 729
Cost Monitoring Reviews 20 21 12 15 11 21 100 1156
Total sum of ranks . 1386
Mean of sum of ranks (MS) 66
Sum of squares of deviation from mean (S) 6362
Coefficient of concordance (W) 0.230
Chi-squared (xz) 27.54
Degrees of freedom (v) 20
p-value 0.121
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Investigative Question 2. Investigative question 2,

What are the current course objectives and content?, was
answered in Chapter 2, Literature Review. We found the
current course objective was to address specific problems
Eeing experienced in the pricing career field by journeyman
working analysts (Daneman, 1993). The current course de-
scription states that the course "Provides experienced pro-
curement analysts with statistic and accounting tools neces-
sary to analyze costs, establish cost estimating relation-
ships, and develop reasonable cost estimates in large system
procurements" (AFIT 1989: 201-202). Topics in ths current
ccurse include the impact of unallowable pool and base costs
on overhead allocation, probability and decision analysis,
tracking actual costs to estimated costs to ascertain bias,
and risk analysis and production quantity.

-

Investigative Questicn 3. Investigative questicn 2,

What specific topics represent the needs of the people who
are required tc take the course?, was answered in this chap-
ter. By guestioning a panel of six experts using a Delphi
technique as explained in Chapter 3, Methodology, a consensus
was reached on a prioritized list of topics. " In addition to
the list of topics, comments relating to specific recommenda-
tions for areas of study for an individual topic were re-
ceived for fourteen of the topics. Illustrated in Table 4.11

is the prioritized list of recommended topics for CON 331 --




Executive Ccest and Price Analysis. 7Toe comments relating to

the specific topics are located in Table 4.3.

1 TABLE 4.11

| ' PRIORITIZED LIST OF RECOMMENDED TOPICS
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l. Incentive Arrangements
2. Current and Pending Laws, court Cases,
Regulations
3. Ethical Conducu
4. Source Selection Pricing Support
5 Establishing a Training Fregram foc
Subordinatas
5. Roles and Responsibilitizs of FPricers in
Negotiations
7. Ethical Settlements in Negotiaticns
8. Factfinding .
9. Adequate Price Competition for Other tharn °F
Contracts
13. Depot Competition
1. Reguests for Eguitable Adjustments
12. Estimating
| 13. Claims
| 1l4. Overhead (Unallowakles;
| 15. Specialized Reviews, e.g., Should Cost
i 16. PFundamentals cf Ceontract Theory
| 7 Cost Accounting Standardc

t

S

18. Pricing of Commercial, Necndevelcpmental Items
1¢. Program Management/Pricing Conflict Rzcozliuti:
20. Estimates vs Actuals

21. Department of Defense Profit Fclicy

22. Contractor Financing

23. Eichleay Formula for Unaksorbed Overhea

o fun

24. Impact and Cost of C/sCSsC, CPR, C/SSR,

25. Ccst Monitoring Reviews

J
¥
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The following is a summary of the comments gprovide

the panel of experts for the top ten iopics.
Topic 1. The points of emphasis or subtopics
recommended for the discussion of incentive arrangements

included reviews of cost and fixed price incentive ceontracts,
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performance incentives, working with multiple incentives, and
possible trade-ofis.

Topic 2. A review of current and pending laws,
regulations, and becard or court cases, including changes in
the Federal Acquisition Regulations and Department of Defense
Federal Acquisition Regulation Supplement, should emphasi:ze
new trends and developments as opposed to administrative
changes.

Topic 3 (also #7). The c¢cmments regarding athical
conduct were very closely related to comments relating to
ethical settlements in negotiati';s. Accordingly, the sub-
topics and points cf emphasis will be listed together. N&
ccmments referenced Air Force Regulaticn 30-30 or‘similar
ethics regulations or credos. The subtopics include concepts
such as fair and reasonable settlements and ocpen cemmunics-
tions. Specifically, the lis

.
S & S2TTLelllil.

beth government and contractor, what constitut

(1

what ethics are involved in negotiations, how to
elicit compliance with the Truth in Hegotiations Act and ths

disclosure of unallowable costs, and "does 'law' protect the
government from poor ethics on contractor's part?”.

Topic 4. The topic of pricing support for socurce
selection should include the following subtopics: methods of

evaluation; defining realistic, complete, and reasonable; how

to perform cost realism assessments with limited, uncertified




cost and pricing data; how to handle uncorrected Deficizncy
Reports; and the rules of source selection.

Topic¢ 5. To establishing a training program I.v
subordinates, technical training in such areas as price/cost
analysis, cost estimating, contract administration, cost
accounting standards, overhead analysis, and sc forth must be
addressed.

Topics 6 (also $19). The topic of roles and
responsibilities cf pricers in negotiations is closely relat-
ed to the topic which ranked nineteenti overall, prcgram

management/pricing conflict resolution, and which is polar-

n

+

14

ized. What is being sought is a clearer definition = !
mission and role of the pricer, the contracting ocfficer,
the auditor, other technical support personnel, and I tae
program manager. Those roles are defined by each particulzr

c£fice's organizational structure and cul:iura

+

example, one purchasing center rspcurtedly exhikizs :ccon
hetween the program managers and the gricers, whereas such
conflicts seldom if ever occur at other purchasing centevrcC.
The norms of the latter offices have more clecily l.7i.od
roles for each function. In addition to clearer definitiocns,
techniquesz are needed to resolve conflicts whenever they
occur.

Topic 7. Refer to topic #3.

Topic 8. There were polarized views regarding

whether the topic of factfinding should be considered for an
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exzecutive pricing course. On the "ne" side are those who
feel that either the pricer is jus: one of a factfinding tszax

{not the leader] or that factfinding is a basic task already
mastered by all who are required to take the course. Cn ih=
"yes" side are those who feel that the pricer is the key
player in factfinding and that iradequate attention has been
given to ensuring that all ela2ments of the statement of work
are addressed and appropriately priced in the contractor's
proposals. Accordingly, the recommended subtopics are wha:
teo look for and how to conduct the meetings.

Topic 9. Obtaining adequate price competition for
other than firm fixed price ccntracts requires structuring
the evaluation criteria to obtain an "apples-to-apples”
comparison. Requested are examples for fixed price incentive
firm, cost plus incentive fee, cost plus fixed fee, and time

and material contract types.

Topiz 12. Scme pricing o

rh

volved in the evaluaticn of coapetitive proposzals submizozi o
various depots and, sometimes, private antities. To evaluats
the propcsals, a better understanding of the relatiznziiz
between the Cost Comparability Handbook and the Cost Account-
ing Standards, instruction on how to perform meaningful
comparisons of public and private proposals, and an overview

of differences in costing practices among the services are

needed.

4
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sSummary

Presenta2d in this chapter were the gquantitative results
of the student surveys and quantitative and qualitaziv
results of the_expert questionnaires. A detailed analysis of
each set of data was also presented. The result of this
analysis is a prioritized list of recommended topics to be
taught in CON 331 -- "Executive Cost and Price Analysis,"”

reflecting a consensus by the panel of experts, as well as

specific comments on the top ten recommended topics.




Chapter Vv

Ceonclusions and Recommendat:icns

Querview

This final chapter summarizes Chaptefs I through III and
the findings set forth in Chapter IV. The practical implicz-
tions of the research are discussed. Recommendations for

studies which replicate or follow-up this effort are made.

Summary of Precading Chapters

General Issue. In order to address the education rszlzt-

ed findings of the President's Blue Ribbon Commission on
Defense Management (Packard Commission), the Department of
Defense established a three tiered certification process for

acquisition personnel. Each certification level ccntains

3

minimum requirements for education, trainiag, aad euxperience.

>

Several Air Force Institute of Technology Professional Con-
tinuing Education departments are conducting ztudies to
determine how best to fulfill the various training reguirve-
ments for the different certification levels.

Specific Problem. Air Force Institute of Technology
Professional Continuing Education course CCN 331 -- "Execu-
tive Cost and Price Analysis" is now required for Level III
certification, for pricing managers and executives. What
changes in the existing course curriculum need to be made to

meet the needs of the current students?
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investigative Questions. In order to resolve the spe-

cific problem, the foilowing investigative questions have
peen answered throuyh literature reviews and use of the
Delphi technique with a carefully chosen panel of experts
representing the population required to take the course.

l. Who is presently required to take the ccurse?

Any individual in the contracting career field (G5-1102 and
comparable military) who has the grade of GS/GM-13 or accv=
cr the rank of O0-4 or above and hclds a job that is primarziy
cost and price analysis oriented is required to have complet-
ed CON 331 -- "Executive Cost and Price Analysis"

(DOD 1991: 5.1-3).

al
= s

=

hat are t current course obijectives and

content? The current course description states that it

[

"Provides experienced procurement analysts with zzatiz::

“
[77]
[{"
[ 7]
ct
f
U
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e
in

’

and acccunting tools necessary to analyze cost

(7

-~ -

v
Pt

ccst estimating relationships, and develop reasona

(¢¥]
(oW

[
O

estimates in large system procurements” (AFIT 2oLl
Topics in the current course include the impact of unallowa-
ble pool and base costs on overhead allocationﬁ probability
and decision analysis, tracking actual costs to estimated

costs to ascertain bias, and risk analysis and production

quantity.

(6]
'
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3. What zpecific tcpics represent the needs of the

peopls who are regquirad to take ti.e course? In rank order,

from most desirable to least desirable, th= recomnended
topics for the Executive Pricing Course are listed in Table
5.1.

TABLE 5.1

RECOMMENDED TOPICS

l. Incentive Arrangements
2. Current and Pending Laws, Court Cases,
Regulations
3. Ethical Conduct
4. Source Selection Pricing Support
5 Establishing a Training Program for
Subordinates
6. Roles and Responsibilities cf Pricers in
Negotiations
Ethical Settlements in Negotiations
Factfinding
Adequate Price Competition for COther than °F2
Contracts
10. Depot Competition
11. Requests for Egquitable Adjustments

O 0~

2. Estimating

13. <Cilaims

14. Overhead {(Unallowables)

15. Specialized Reviews, e.g., Should Cost

16. Fundamenrtals of Contract Theory

7. Cost Accounting Standards

18. Fricing cf Commercial, Nondevelcpmental Itz
1%. Program Management/Pricing Conflict Resciuti:c.
20. Zztimates vs Actuals

21. Department of Defense Profit Policy

22. Contractor Financing

23. Eichleay Formula for Unabsorbed Overhead
24. Impact and Cost of C/SCSC, CPR, C/SSR, etc.
25. Ccst Monitoring Reviews




Conclusions

The change in clientele for the "Executive Cost and
Pricing Course” has resulted in a need to change the topics
addressed in the course. While thcse journeymen analyst who
occasionally take the course express appreciation for and
satisfaction with the current topic selecticn, the pricing
managers and executives who complete the current course
generally express dissatisfaction with the content. The
panel of experts recommended the topics listed in Table 5.1
be considered for the course. In considering their reccmmen-
dations, the course instructor may choose to group the topics

in a manner that facilitates their presentation.

Recommendations

Comments on the methodology. Use of the Delphi tech-

nique with Kendall's Coefficient of Ccncordance has been

guite effective and practical. Several changss, theugl, ar=

th

Iounda

o

cr

recommended to enhance its usefulness. In the f1i

ts

the experts should 1) rank the topics, 2) défiae the most
preferred five and explain why each is important, and 3) list
and define any additional topics and explain why each is
important, but do not rank the additional topics.

Before the second round, any topic listed by all experts
as being in the bottom 50% could be dropped. This would make
successive rounds less cumbersome and would not affect the

topics selected for the course since the available time




typically limits the number of topics to be covered tc a
maximum of about two to four per week.

In the secund round the experts should again rank ali
the topics, including the topics added by the experts in the
first round. The definitions and exzplanations, as well as
the composite ranking of the first round, should be provided
as information in the second round.

Suggestions for Fo.low-On Studies. The Alr Force Lepuly

Undersecretary for Acquisition has expressed an interec. .u
studies which address the extent to which required Profec-
sional Continuing Education courses meet the Acquisition
Professiona. Development Program educational goals. Accord-
ingly, similar studies for all required Professional Continu-
ing Education courses are warranted. With a methodology

already established, future research could address gouupo oL

cour rather than one course at a time. After a revisow

n

.
CON 331 "Executive Cost and Price Anaiysis™ Las been oili. . o
to several classes, a follcw-up study on CON 331 should Lo

IS

conducted btu ascertain whether the recommended topics adu -
quately address the training needs of pricing managers and

executives.

Summary
The Department of Defense established CON 331 --
Executive Cost and Price Analysis as a prerequisite for Level

III certification and Level III certification is required of
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all pricing managers and executives. The current course
content was designed to mes: the needs of pricing journeymen
or "master"” pricers, covering advanced techniques of cost
analysis and risk assessment. Therefore, the current course
content does not adequately address the needs of the new
clientele. The result of this study has been a recommended
selection of topics for the Prcfessional Continuing Educaticn
course CON 331 -- Executive Cost and Price Analysis.

The Department of Defense is interested in determining
the extent to which the Professional Continuing Education
courses address the training needs of acquisition personnel.
To that end additional studies are recommended which examine
the effectiveness of various Professional Continuing Educa-

tion courses in meeting the education goals of the Acquisi-

tion Professional Development Program.




When to Use

The Delphi technique is a decisionmaking aid that elic-
its a consensus judgement or opinion from a panel of experts
through an iterative questionnaire and feedback process. The
method is most useful whenever insufficient or no applicable
data exits, the required data is too expensive to obtain and
analyze, or the significant problem variables and thei:

interaction are not clearly known (Zaloom 1974: 32).

The Process
The Delphi process involves sending a questionnaire to a
panel of experts who remain anonymous during the survey
process. The results of the quesltionnaire are tabulated and
resubmitted to the panel for reconsideration. Experts are
asked to explain their opinions so that the entire panel can
use all available information and judgements during reconsid-
eration. The revised submissions are tabulated and submitted
again to the experts. This process of submission, tabula-
tion, explanation, and resubmission is repeated until a
consensus is reached or until divergent views are clarified

and well understood by the panel members, the researchers,

and the decis.conmakers.




Uses of Delphi and Current Application

The primary use of the Delphi method has been in fore-
casting, e.g., market prospects or technology development.
More recently the technique has been used in policy formula-
tion in areas of education, transportation, health care
(Rohrbaugh 1979: 76), urban planning (Morgan, Pelissero, and
England 1979: 380), and productivity assessments (Scott and
Simmons 1974: 71), and in predicting the impact of socioceco-
nomic programs, of changes in department stores, of land use
policy, and of various information systems (Tersine and Riggs
1976: 52). Miles Weaver (1988: 18), Martin (1993: 267), and
Dorothy Olshfski and Alma Joseph (1991: 297) advocate the use
of the Delphi technique in training need assessment and
curriculum design. Usually, a consensus is reached in four
or fewer rounds (Zaloom 1974: 33). However, the education
literature has documented consensus in three rounds (Weaver

1988:18).

Advantages

Delphi is recognized to have several advantages over
other group decisionmaking techniques or other more conven-
tional means of gathering opinions on topics not subject to
precise g.antification. Since the experts are anonymous, one
may change his mind without ego involvement; each pérticipant
is less subject to being unduly influenced by the status or

power of another expert participant; there is reduced pressure




to experts to be influenced by the bandwagon effect (Tersine
and Riggs 1976: 51-52). There is no chance that a partici-
pant with strong oratory skills can sway the panel and the
panelists more readily abandon popular opinions that are not
well founded (Zaloom 1974: 32). Other advantages include low
cost, unnecessary to arrange common meeting times and places,
no restrictions on the number of participants, it encourages
participant consideration of alternative opinions (Tersine
and Riggs 1976: 52), and, as with other group techniques, the
panelists have a sense of ownership toward the final product,
which is important in educational uses (Weaver 1988: 18).

The survey is also easily and accurately interpreted by the
experts. With a relatively small number of experts compris-
ing the panel, it is relatively convenient to execute and is,

hence, easily replicated.

Disadvantages

The Delphi technique is not without some limitations.
The panel selection is a critical step; poor panel selection
can make the whole process worthless; the number of calendar
days required to complete each iteration of questionnaire can
be three or four weeks, especially if the experts are pressed
for time by other commitments and must "work in" the ques-
}ionnaire responses; and expert motivation can wane (Tersine
and Riggs 1976: 55). Sackman, cited by Morgan and others,

reviewed 150 Delphi studies and found, among other things,




that it does not attain "professional standards for questicn-

naire design and validation," inhibits individuality and
adversarial processes, misleads the uninformed regarding its
precision, and fosters a form of elitism in solving social
problems (Morgan, Pelissero, and England 1979: 381).

Some of Sackman's concerns beg the gquestion of the
Delphi technique; if more rigorous research techniques
wherein statistical tests and other professional standards
could be employed were possible, then the Delphi technique
would be set aside in favor of the more rigorous methods.
Further, most of Sackman's concerns were directed toward
forecasts in technology, not the area of curriculum develop-

ment. As stated, Delphi has been identified as a preferred

method for the use employed in this resea.ch.

Reguirements of Ezperts and Panel Si:ze

The size and compositicon of the panel of experts varies
among areas of use. Panels have ranged in size from four
(Baylock and Rees 1984: 78) to 421 (Tersine and Riggs 1276:
54). With more homogeneous groups, smaller panels are needed
(Tersine and Riggs 1976: 54). The experts must have knowl-
edge of the problem area, have a good performance record in
their areas of expertise, have a high degree of objectivity
and rationality, be available and commit the time required
for the study (Tersine and Riggs 1976: 53-54). For education

needs assessment, the experts should also be broadly represen-




tative of the population that is being assessed (Olshfski and
Joseph 1991: 298). (Clshfski and Joseph further distinguish
using Delphi for educational needs assessment versus fore-
casting in the operational definition of expert. They note
that in forecasting the expert is defined in terms cf creden-
tials and experience. For the educational needs assessment
Delphi, they use "Mary Parker Follett's (1924) definiticn of
expert: the individual who has experience in the organiza-
tion and who therefore knows more about life inside the
organization than anyone on the outside” (Olshfski and Joseph

1991: 298).




Appendix B
CON 331 -- Survey

CON 331 (WQMT 540) -- QUESTIONNAIRE

Advanced Contract Pricing, WQMT 540, is an executive level pricing
course required for APDP level 3 certification. WQMT 540 was
originally designed to provide '"journeyman" and ‘'master" price
analysts quantitative techniques necessary for working the more
camplex cases encountered. As such the current course content does
not address areas that may be of more value to the pricing manager or
executive. Accordingly, this questionnaire seeks to ascertain those
topics you consider more helpful to the oricing manager or executive.

Please provide the information requested below. Mail to:

DEPARTMENT OF THE AIR FORCE

AIR FORCE INSTITUTE OF TECHNOLOGY/LSQ
Attn: JEFF DANEMAN

2950 P STREET

WRIGHT-PATTERSON AFB OH 45433-7765

Thank you for your time and assistance.
Background information:

1.1 cCurrent position:

1.2 Months in current position:

1.3 Grade or Rank:
1.4 Years of experience at indicated supervisory/executive ievel:

Not a supervisor:

First level: years
Second ievel: —___ years
Third level: years
Staff: years Where:

Listed on the following pages arr veral topics. For each please
indicate the need for that topic tu be covered, fram a iow of 1 to a
high of 5. With any topic your comments are solicited.




2.3
2.4
2.5
2.6
2.7
2.8
2.9
2.10
2.11
2.12

2.13

2.23
2.24

TOPIC

Deferred Compensation
Uncarpensated Overtime
Estimates vs Actuals

Incentive Arrangements
Depreciation

Evaluation of Bill of Materials
Lease vs Buy Decisions
Overhead (Unallowables)
Estimating

Warranties

Cost Accounting Standards
Ethical Settlements in Negotiations

Current and Pending Laws, Court Cases, and
Regulations

Ethical Conduct

Defective Pricing

Defense Base Operating Fund

Statistical Tools for Pricing

Acquisition Professional Development Program

Fundamentais of Contract Theory (for those with
little buying experience)

Impact and Cost of C/SCSC (CPR), C/SSR,
Mil sStd 1567A, etc.

Establishing a Training Program for Subordinates
Available Management Information Systems
Requests for Equitable Adjustment

Claims
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TOPIC N=ED

Low Hignh
2.25 Disputed Claims 12 3 4 8
2.26 Alternative Disputes Resolution 12 3 4 5
2.27 Court Appearances i 2 3 4 5
2.28 Value Engineering Change Proposals 1 2 3 4 5
2.29 Voluntary Refunds 1 2 3 4 5
2.30 Termination for Convenience 12 3 4 5
2.31 Termination for Defauit 1 2 3 45
2.32 Depot Competition 12 3 4 3
2.33 Factfinding 1 2 3 4 3

'-l
[ ]
[
KN
wn

2.34 Analysis of Technical Reports/Input

2.35 Analysis of Audit Reports/Input 12 3 4 5
2.36 Source Selection Pricing Support 12 3 4 5
2.37 Foreign Military Sales Pricing Support 1 2 3 4 5

IN THE FOLLOWING SPACES. LIST ANY ADDITIONAL TOPICS YOU ZELIZVE
SHOULD BE CONSIDERED. FOR EACH, PLEASE INDICATE THE LEVEL OF NEET.

3.1 12 3 4 5
3.2 12 3 4 5
3.3 i1 2 3 4 5
3.4 1 2 3 4 5
3.5 i 2 3 4 5
3.6 1 2 3 4 5
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Appendix C

CON 331 Survey Results

Rav Data Scores

February 1393 Survey Resuits

October 1352 Survey Results
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Appendix D
Initial Expert Questionnaire

DEPARTMENT OF THE AIR FORCE

AR UNWVERSITY
AR FORCE NS TITUTE OF TECHNOLOGY

30 December 1992

moi: AFIT/LSQ (J. Daneman DSN 735-8410)
2950 P Street
WPAFB OH 45433-7765

SUBJECT: Executive Pricing Course Questionnaire #1

%0: [addrescode] ([firstname] [lastname] [commphone])

Thank you for agreeing to help reorient the Executive Pricing
Course which is required for APDP Level III certification for
price analysts. The course was originally designed for
journeyman analysts and needs to be rewritten to address issues
that are more pertinent to pricing managers and executives.

Two :®FfIT graduate students, Mike Grove and Eddie Upshaw, are
developing a method to update the course which relies on the
expertise of you and five other experts in the field. With your
help, we hope to reach a consensus regarding the topics and
subtopics that should be covered in the course. Each expert
will be sent several brief questionnaires, each narrowing and
prioritizing topics and subtopics until a consensus is reached.

While any change to this course is subject to approval by the
Defense Acquisition University, it is hoped this research wilil
serve as the basis for a rewrite of the course and as the basis
for a similar course to be taught in AFIT's graduate program.
The graduate students doing the "f.ostwork"™ for this research
will base their thesis upon the research effort.

The initial effort consists of your responses on the attached
gquestionnaire. Once we have received and reviewed all the

responses, another updated questionnaire will be forwarded to
you. If you have any questions, you can contact me at DSN
785-8410.
Jeff Daneman, Course Director 2 Atch
Air Force Institute of 1. Questionnaire
Technology 2. Return Envelope

D-1




CON 331 {(WQMT 540) -- QUEST!ONNA!RE

Advancecd Contract Pricing. WQMT 540. iz an executive level oricing
course reaquired for APDP level 3 certification. WQMT 3540 was
originaily designed to bprovice 'journevman' and ‘'master” orice
aralysts quantitative technicues necessary for working the more
compiex cases encounterecd. As such the current course content dces
not address areas that mav be of more vaiue To tne oricing manager cr
executive. Accordingily, this guestionnaire seeks to ascertain those
topics you consider more helpful to the pricing manager or executive.

Please provide the information reauested beicw. Mail to:

DEBPARTMENT OF THE AIR FCRCE

AR FORCE INSTITUTE CF TECHNOLOGY/LSQ
titn: JEFF DANEMAN

2950 P STREET

WRIGHT-PATTERSON AFB OH 45433-775%5

Thank vou for vour Time and assistarce.

Backgrourd information:

.

.1 Current pesition:

1.2 Months in current nosition:

*.3 Grade or Rark:

1.4 VYears cf experierce at ndicated supervizcrv/executive Tevel:

NOT a supervisor:

Tirst jevel: Years
Second ievel: years
Third tavel: years
Staff: vears Where:

_isted on the foliowing pages are several topics. For each
indicate the need for that tonic to be covered., from a low cf
nigh of 5. With any topic your corments are soiicited.
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2.21

2.22

2.23

2.24

TOPIC

Deferred Compensation
Uncorpensatec Overtim
Estimates vs Actuals
Incentive Arrangements
Depreciation

3

Evaluation of 311 of Materiais
Lease vs 3uv Decisions
Overread (Uraiiowabies)
Estimating

Warranties

Cost Accounting Standarcs

1"

Currert and Pending Laws. Court Cases. and

Regu'iations
Ethical Corcuct
Defective 2Pricing
Deferse Base Operating Fund

-

Statistical Tools for Pricirg

Accuisiticn Professional Develooment

Funcamentais of Contract Theory (for

tittie buving experience)

impact and Cos%t <f C/SCSC (CPR), C,/SSR.

Mil Std 1567A, etc.

Establiishing a Training Program for Subordinates
Avaiiabie Management information Systems

Reauests for Equitable Adjustment

Claims

thica! Settlements in Negotiations

Those with
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.25 Disputed Claims

.26 Alternative Disputes Resoiution

.27 Court Appearances

.28 vaiue Engireering Crange Proposais

.29 Voliuntary Refuncs

.3C Termirnation for Convenience

.31 Termination for Defauit

.32 Depot Competition

.33 Factfinding

34 Ana’vsis of Technical Reports/irout

35 Anaiysis of Audit Reporis/inzuz

35 Source Selection Pricing Support

.37 Foreign Military Sales Pricing Support
N THE FCLLONING SPACES, ST AMY ADDITIONAL

SHOULD BE CCONSIDERED. FOR EAC-, PLEASE [ND!CATZ THE LEVEL OF

2
s

4
1

[ a8

TOP!C

D-4

MEED
Low Hign
1t 2 3 4 3
1t 2 3 4 5
1 2 3 4 5
12 3 4 5
1t 2 3 4 5
1 2 3 4 5
12 3 4 8
12 3 4 5
1. 2 3 4 3
12 2 4 3§
T2 2 4 8
1 2 2 4 8
12 3 4 &
TORICS YOU BEL ,=vE
NEED

12 3 4 5
2 3 4 =
12 3 4 5
1 2 3 4 8
1 2 3 4 5
1.2 3 4 5




; Appendix E

: Initial Expert Questionnaire Results

. . Frequency
Topics Raw Data Scores 1 2 3 4
. 3.12 Ethical Negot 5 5 4 3 5 5 0 011
i 3.13 Laws, Cases 4 5 3 5 5 4 0 0 1 2
3.14 Ethical Conduct 5 5 4 3 5 4 0 01 2
3.8 O/H (Unallow) 4 4 3 1 5 5 1 01 2
3.9 Estimating 4 2 5 1 5 4 1 1 0 2
Depot Competition 4 5 4 51 1 2 0 0 2
3.19 Contract Basics 2 5 3 5 4 4 0 1 1 2
3.4 Incentive Arrang 4 4 4 4 4 5 0 0 0 5
3.20 CPR, 1557a 4 5 3 4 4 2 01 1 3
3.21 Subord Train 4 4 4 4 4 4 0 0 0 6
Factfinding 3 2515 5 1 110
3.11 CAS 4 4 2 1 5 3 1 11 2
3.3 Est vs Act 3 3 41 5 4 1 0 2 2
3.23 REA 4 4 3 1 2 5 1 11 2
Source Selection 3 4 4 4 3 3 0 0 3 3
3.24 Claims 4 4 3 1 2 4 1 1 1 3
3.26 ADR 3 521 3 3 1130
3.15 Defective Price 3 5 3 1 3 4 1 0 3 1
FMS Pricing Suppert 3 4 31 3 5 l 0 3 1
) 3.6 Eval of BOM 2 3 31 3 3 1 1 4 0
£ 3.17 Stat Tools 3 3 4 2 4 2 0 2 2 2
3.27 Court Appear 34 21 4 1 2 11 2
3.5 Depreciation 33 21 3 4 1131
3.10 Warranties 3 3 3113 2 0 4 0
3.25 Disputed Claims 34 21 3 2 1 2 21
3.22 MIS 3 4 3 3 3 2 0 1 4 1
3.1 Deferred Comp 4 3 2 1 4 1 2 1 1 2
3.2 Uncomp O/T 4 5 2 1 11 31 01
3.31 T for D 3221 31 2 2 20
3.29 Volunt Refunds 4 4 21 21 2 2 0 2
3.16 DBOF 4 2 3111 3111
3.28 VECP. 332121 2 2 20
3.30 T for C 322131 2 2 20
32 21 2 4 1 3 11

3.7 Lease vs Buy

o

COOO0COOHOOOOOOOOFHKFFFOOHMFKFHFWOKHKFNMNMNNNWWS




FROM:

SUBJECT:

T0:

Appendix F
Second Expert Questionnaire

DEPARTMENT OF THE AIR FORCE

AR UNIVERNITY
AR FORCE INSTITUTE OF TECHNOLOGY

AFIT/LSQ (J. Daneman DSN 785-8410)
2950 P Street
WPAFB OH 45433-7765

Executive Pricing Course Questionnaire #1

{addrescode] ({firstname] {lastname] [commphone])

Thank you for responding to the first questionnaire designed to
update the "Executive Cost and Price Analysis™ course. The
responses were taliied and those topics receiving a rating of
three or less from 50% of the expert panel have been dropped
from further consideration. The remaining sixteen topics are
iisted on the enclosed gquestionnaire in the order of
preference, from highest to lowest, based upon a mean of the
ratings assigned by the panel. Also listed are nine additional
topics which were suggested by either yourself or other panel
members.

Please rank all the topics listed in the questionnaire from one
to twenty-five, with one being the most needed, two being
second-most needed and so on down, with twenty-fifth being the
least needed topic. Afterwards, please list the subtopics and
points of emphasis you feel should be included in the classroom
discussions for at least the five topics you consider most
important.

Delays 1in the pouch mail system added about four weeks to the
time required for deiivery of the first aquestionnaire. To
speed things up, franked return envelopes are enclosed for your
use. Please ensure they are delivered through the U. S. Postal
System. |If possible, please respond by 31 Mar 93,

If a third 1iteration is necessary, you should receive a
guestionnaire, which will be similar to this ore, during the
first week of April. If a third iteration is not necessary,
you will be sent a summary of the anonymous responses provided
by all the panel members. |If you have any questions, you can
contact me at DSN 785-8410.

Jeff Daneman, Course Director 2 Atchn
Air Force Institute of 1. Questionnaire
Technology 2. Return Envelope




Rark the topics listed beiow from 1 to 25.

RANK TOPIC

Ethica! Settlements in Negctiations

Current and Pending Laws. Court Cases, anc Regulations
Ethical Conduct

incentive Arrangements

Estabiishing a Training Progran ‘or Subordinates

e

ot

Fundamentals of Contract Theorv (for those with 1:%
buying experience)

Overhead (Urallowables)

Impact and Cost of C/SCSC, CPR, C/SSR, Mil Std 1567A, ezzc.
Source Selection Pricing Support

Estimating

Factfinding
-Estimates vs Actuals

Depot Competition

Cost Accounting Standards

Reauests for Eauitable aAdiustrents

Ciaims

Suggested Topics from First Questiornaire

Adecuate Price Competition for Other than FFP Arrangements
Contractor Financing

Cost Monitoring Reviews

DoD Profit Policy

Eichleéy Formula for Unabsorbed Overhead

Pricing of Commercial items, Nondeveiopmental itegs

Program Management/Pricing Conflict Resoiution

Roies and Responsibilities of Price Aralysts in Negotiat:ons

Specialized Cost Reviews, e.g., Should Cost Reviews cr
Subcontract Pricing Reviews

F-2




List tre subtopics and points of empnasis for at e
moortant topics.

Topic 1

Tenic 2

Topic 3

Tonic 4

Topic 5

F-3
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Topic
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Appendix G

Second Expert Questionnaire Results

Topic

Ethical Negotiations

Current Laws and Cases

Ethical Conduct

Incentive Arrangements

Establishing A Training Program
for Subordinates

Fundamentals of Contract Theory

Overhead (Unallowables)

Impact/Cost of CPR,
Mil std 1567A, etc

Source Selection

Estimating

Factfinding

Estimates vs Actuals

Depot Competition

Cost Accounting Standards

Requests for Equitable
Adjustment

Claims

Adequate Price Competition for
Other than FFP

Contractor Financing

Cost Monitoring Reviews

DoD Profit Policy

Eichleay Formula for
Unabsorbed COverhead

Pricing of Commercial and Ncn-
developmental Items

Program Management/Pricing
Conflict Resolution

Roles/Responsibilities of the
Price Analyst in Negotiations

Specialized Cost Reviews

N W

25
3
=

20

13
15
19
20

-~
&

14
51

-~

22
17

11

12
25

16

G

W

Expert
3 4
24 16
20 13
23 6
9 1
10 15
15 5
5 21
18 14
7 4
1 12
2 2
4 22
14 7
s 11
16 3
17 8
38 17
25 20
13 12
22 19
21 23
11 9
19 24
3 25
12 10
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Appendix G (Continued)

Second Expert Questionnaire Results

Comments:
Program Management/Pricing Conflict Resolution
-Program management's mission
-Pricing’'s mission
-Resolution of the conflict

Roles/Responsibilities of the Analyst in Negotiations
-Role of Contracting Officer
-Role of the Price Analyst
-Role of the field agencies
-Role of other technical support

Ethical Settlements in Negotiations
-What is a settlement?
-What ethics are involved in negotiations?
-Do laws protect the Government from poor ethics on
the contractor's part?
-Equity for both Government and contractor

Current Laws, Court Cases, Regulations
-FAR, DFARS
~-ASBCA cases

Ethical Conduct
-Combine with "Ethical Negotiations"
-Truth in Negotiations Act
-Disclosure of unallowable costs

Incentive Arrangements
-Types of contracts
-Performance incentives
-Tradeoffs

Establishing a Training Program for Subordinates
-Need for technical training in such areas as
price/cost analysis, cost estimating, contract admin-
istration, cost accounting standards, overhead analy-
sis, etc.

Factfinding
-What to look for
-How to conduct meetings




Appendix G (Continued)

Second Expert Questionnaire Results

Requests for Equitable Adjustments
-Rules for establishing price
-Contract terms, e.g. Not-To-Exceed, Changes Clause
-Differences between equitable adjustment and repricing
-How to achieve "leave them as you found them" while
complying with TINA
-Form in which proposal should be submitted

Source Selection
-Methods of evaluation
-Rules
-How to perform cost realism assessment with limited,
uncertified cost/price data
-Define realistic, complete, and reasonable
-How to handle uncorrected CR's

Fundamentals of Contract Theory
-Contract provisions vs price
-Laws
-Contract types

Depot Competition
-Relationship between Cost Comparability Handbook and
Cost Accounting Standards
-How to perform meaningful comparisons of public and
private proposals
~Qverview of differences in costing practices amcng
the services

Adeguate Price Competition for Other than FFP
-How to structure evaluation criteria to obtain apples
to apples comparison
-Examples of contract arrangements

Eichleay Formula for Unabsorbed Overhead
-Case law history
-Premise upon which entitlement is established
-Formula for calculation
-Burden of proof
-Allowability/unallowability of variable and semi-
variable costs in overhead pool




Appendix H

The Problem of m Rankings: An Intuitive Explanation

Maurice G. Kendall developcd and explained this method
of measuring the strength of agreement or "coefficient of
concordance” among a number of rankings of a list of items.
The following is an intuitive explanation of what is being
measured and its usefulness.

The coefficient of concordance (W) is determined by the
ratio of the actual deviations from the mean of the rankings
to the maximum possible deviations from the mean of the

rankings (2ctualy Accordingly, a "1" wculd indicate

maximum’ -
perfect agreement, while a "0" would indicate no or minimal
agreement; a fraction approcaching "1" indicates an increasing
degree of agreement. An adjusted coefficient of concordance
follows the Chi-squared distribution; hence, the probability
of a particular W occurring by random chance can be deter-
mined. The formulae referenced in Chapter IV ére displayed
below. MS = m("“'l)/zwhere MS is the mean of the sums of the
individual fankings for each item, m is the number of rank-
ings (or in this thesis, the number of experts), and n is the
number of items being ranked. S = E[MSﬁzi]Z where S is tﬁe
sum of the squares of the differences between MS and Zi, and
£iis the sum of the rankings of each individual item. W =
[lZS]/[mz(n3-n)] where W is the coefficient of concordance.

Xy = m(n-1)W , v = n-1 where x2 = Chi-squared and v = the

H-1




degrees of freedom. Chi-squared iz the distribution used to
determine the probability of a particular W occurring.
OQutlined below is a simplified illustration of the
concept involved in Kendall's coefficient of concordance.
Assﬁme two individuals have ranked a list of five items as

shown in Table H.1l.

Table H.1

Example of Perfect Agreement

— . - ——— — —— - e o = - i - - s e En e e e e e e e e 4 e am e i = e e e e e e e -

Item A B c D E
Billy 5 4 3 2 1
Shawn S 4 3 2 1
Sum 10 3 6 4 2
MS [ [ [ [ [
S 16 + 4 + 0 + 4 + 16 = 40

- e . " = - e = = = = e A e e . e am e o e M M am o e = = e - e e o e e A am ke e e e A e e Ae e . =

In the above case Billy and Shawn agree perfectly. The

(10+8+6+4+2/5) and

mean of the sum of the rankings is six
the sum of the squares of the differences between the mean

and the sum of the ranks of each item is maximized at forty




2—6)2] . Hence, th=2

[(10-6)2 + (3-6)2 + (6-6)% + (4-8)2 + (
(40,

coefficient of concordance W is one 4°)
Now consider the example in Table H.Z where the two

individuals have minimal agreement.

Table H.2

Example of Minimal Agreement

- e ¢ e wm m e m W e e e WS e e e e e R G = e e . em - - . . - Y W MR W e mm e = = - e e = o = = = =

Item A B > o) z
Billy 1 2 3 4 5

Shawn 5 4 3 2 Py

Sum 6 6 S 5

MS [ L] [ 6 S

S 0 + 0 + 0 + 0 + 0 = 0

In this case the Billy and Shawn have minimal agreement.
The mean of the sum of the rankings is stiil si1x. Lul i “alc
case the sum of the rankings cf each item is also =ix.
Hence, the sum of the squares of the differences between the
mean and the sum of the ranks of each item is zeroc and the
coefficient of concordance W is zero (0/40)

As one can see, perfect agreement results in a cceffi-
cient of concordance of one, while the lack of agreement

vagults in a coefficient of concordance cf zero.

H-3
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FROM:

SUBJECT:
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Appendix |
Executive Pricing Course Summary Letter
DEPARTMENT OF THE AIR FORCE

AR UNIVERSITY
AR FORCE INSTITUTE OF TECHNOLOGY

AFIT/LSQ (J. Daneman DSN 785-7777 ext. 3261)
2950 P Street '
WPAFB OH 45433-7765

Executive Pricing Course Survey Summary

[addrescode] ([firstname] [lastname] [commphone])

Thank you for assisting 1in the survey designed to update the
"Executive Cost and Price Analysis'" course. Your respbonses,
along with those of the other respondents, have been tallied
and ranked, and the comments summarized. The results are
enclosed. | recognize the very ousy schedule you have and do
appreciate very much the time and effort you have made in our
behalf.

| am currently in the process of submitting a revised course
curriculum, based upon this research, to the Defense
Acquisition University for their review and approval. A
simiiar course to be taught in AFIT's graduate program is also
planned. We hope the resultant courses will more adequately
address the needs of the pricing managers and executives who
are required to take the course.

If you have any questions, you can contact me at DSN 785-7777
ext. 3261.

Jeff Daneman, Course Director Atch
Air Force tnstitute of Summary of Survey Results
“echnology




Summary _of Survey Results

in rank order, from most desirabie to least desirabie, the

~acommencded tonics for the Executive Pricing Course are:

acentive Arrangements
orrent gnd danateg _aws, Cautt S3ses. laguiitons

Y w
ateg) Congust

n3iiowas as]
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\egotianians '3 semens/oeoeg fondTirr Gasniirvrr
T, Sinteg! Setiianments ctohegatiinions . 3725 75 Actuas
i, fagtiinaing 20, 00) 3rafct Boitey
§. Ageguaze 3r-ze fomnetciion far Other Thgn TR 1. Po"'a~’~' Freanetng
Camsracts 23, Tienlezy Tormulz foro nacsgrnes Jverrei:
>, Depat Comsetrsinn 24, ~wrgotoamy Oastoof S/SCSC, 43, 2igis, et
1. Resuests for Zzuitinie Aziusinents I3, Cast Mprtiaring Reyviews
), Isttrmating

Comments/Subtopics _on Top Ten Topics
This section provides a discussion and a iist of
recommended subtopics Tor the higner ranked topics. The Term

"poiarized is used and can be cdefinec as fcliiows: A
"polarized” topic is said to exist whenever at least two
respondents ranrked the topic in the first guartile and at
jeast two ranked it in the last cuartiie. This polarization
of opinions on some issues is expectecd and refiects vaiid

observations or needs based upon the respcndents locationrs

and/or experiences. This poiarizatior does not affect tre

-2




overall ranking cf the tooics, but dces affect :the azcarer

ot

strength of tne agreemert cr degree oFf consensus. Wizthout
adjusting for the polarized topnics, the data reflecis a &7%
leve! of confidence that the ranking reflects a corsensus.
After adjusting for four polarized issues, the level of
confidence rises to 88%, whnich is considerec adecuate for

decis‘ors regarding issues as general as educatz-~.

Tcaic 1 The points of emphasis or subtopics recsmmerncec Tor

0

i

the discussion of incentive arrangements included rev-:ews of
cost and fixed price incentive contracts, performance

1}

incentives, working with muitipie incentives. 2nc zZczsidie

trade-offs.

Topic 2 A review of current and pending laws. reguiationz.

and boarc or court cases, inciuding changes in Tne Fecerz.

trencds and cdevelopments as op20sed to administrative crz~2sc.

Topic 3 (alsc #7)7 The comments regarding ethical czconducs

were very clioseiy related to comments relating tc et-‘ca’
settlements in negotiations. Accordingly, the sudteozics ang
npoints of emphasis will be listed together. Nc ccrmments
referenced Air Force Reguiation 30-30 or simiiar ethics

reguiations or credos. The subtopics include ccncenis such

i-3




as fair and reasonable settlements and oper communications.
Specifically, the listed subtooics were equity for both
government and contractor, what cconstitutes a sett}ement,
what ethics are invoived in negotiations, how to elicizt
compliance with the Truth in Negotiations Act and the
disclosure of unallowable costs, and "does 'law’ protect the

government from poor ethics on conrntractor's nart?™.

Topic 4 The tonoic of nricing suppert for source selectionr
should include the following subitonics: methods of

evaluation: defining realistic. comniete. and reasonabie: row

4

to verform cost realism assessments with limited. uncertifiec
cost and pricing data; now to narcdle uncorrected

Deficiency Reports (DR’'s); and the rules ¢of source selection.

Tepic 8 To establiishing a training orogram for subordirates.
technical training in such areas as 2rice/cost anaivsis. cocsz:
estimating, contract administration, cost accounting

standards, overhead analysis., and sco foritn musti be acddressec.

Topics 6 (alsc #19) The topic of roles and responsipilities

of pricers in negotiations is ciosely reiated to the tcoic
which ranked nineteenth overali, program management/pricing
confiict resolution, and which is nclarized. What 1is being
sought is a ciearer definition of the mission anc role c¢f the

pricer, the contracting officer, the auditor, otrer technica’

P-4
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suppor® sersonnel, ancd ot the program manager. Thcse roles

are definecd by each particuiar office’'s crganizat:oral

structure and cultural norms. For exampie, ore nurchasing

-

center reportedly exnibits conflict between the program

managers and the oricers, whereas such con

P

'ictzs se com <F

-h

ever cccur at other purchasing centers. The norms ¢ the
Tatter offices nave more cleariy defined roies for each

function. ‘n addition to clearer definitions. Tecrnnrnizuec

0

needed to resoive conflictis whenever they cccur.
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There were nolarized views regardirs w-2t-2~ <-2
tenic of factfinding should be considered feor ar exezuiive
aricing cource. On tte "ne” side are those wno fee’ TharT
esitner the nricer is just one ¢f a factfinding team (nzI T~:2
‘eader) or that facifinding is a basic task alr~ezcv M3zt
oy all who are reqguired to take the course. Or Tne "ves
side are those wno Teel tThait the pricer is the xev z aver "~

factfinding and that inadecuate attenticn has beern giver o

h
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ensuring that al! elements of the statement of

. . .
o,
ICcTC

ot

acdressed and appropriately priced in the con
proposalis. Accordingly, the recommended subtcoics are wnat

to lock feor and how to cuorduct the meetings.




Tepic 9 Obtairing adecuate price ccmoetition for other zTnhan
firm fixed price contracts reguires structuring thre
evaiuation criteria to obtain an "anpnies-to-appies”
comparisor. Requested are exampies for fixed price incentive
firm, cost plus incentive fee, cos:t pius fixed fee, and time
and material contract types.

Topic 10. Some pricing offices have become invoived in the
evaluation cf competitive prepcsaiszs submitted by various
cepots and, sometimes, orivate entities. To evaluate %the
nroposals, a better understarnding of the relationshins netweer
the Cost Comparability Handbook arnd the Cost Accountng
Standards, instruction on hcw to nerform meaningtul

compar isons of publiic and nrivate »ronosais, and an cverview
0f differences in costing practices among the services are

needec.

Other Pclarized Oninions
The eighth and nineteenth tonics. discussed above, are
poiarized. The eleventh topic, requests fcr ecuitable
adjustments, was another topic where polarized opinions were
exhibited. in smailer suppiy contracts such requests usual’y
involve simpier issues which are easily resolved. in majer

acaquisitions requests for ecuitab’e adjustmernts may be auite

1-6
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complex with many issues, anc may ze an attem>t TS reprice
the contract after a "buy-in.”" Acccrdinglv, the recommencec
subtenics inciucde how o differentiate bDetween ecuitadble
adjustments and repricing, ancd how to interpret anc apdly
varicus contract provisicns sucn as the Changes Clause or a
Not-to-Exceec.

The sixteenth topic, the furdamentais cf zonira

e
O
(4]
4]
]
[{]
(V]

]

was aisc a polarized tonic. The fundamentais ¢f contrac:
theory wou'ld address the basics ¢f contracting fcr those
orice analysts who have had no ccniraciing experience. Areas
of concern are contract provisions versus price alone,

applicabie iaws, and the cifferences ameong contract tyces.

- . 4= . p = - - . 2 4 ] £ A -} - - ~
The twenty-trhird *topic. tre Sizh aa. scrmutla for Unabzoonecd

cverhead, was rarked in the tos five v at least

9
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o

individual! and, therefore, received comments. Tk

(]
m
.
)
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D
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formula for unabsorbed overheac wou'd reauire nci znly
coverage of the technique itse’f, but also the casze law

history and the premise upbcr which entitlement is tased.




Appendix J -

Description of Topics

Incentive Arrangements. This topic involves two general

areas. The first is technical: How to price incentive
contracts involving multiple, conflicting incentives, e.g.,
increase performance and decreased cost, or similar complex
arrangements. The second area involves identifying and
addressing those areas that truly incentivise the ccntractor,
those areas that are of greatest to the contractor zuch as
positive long-term relationships, internal politics, cr the
reduction of risk.

Current and Pending Laws, Court Cases, and Regulatizns.

This review should emphasize new trends and developments a=
opposed to administrative or procedural changes.

Ethical Conduct and Ethical Settlements in Negotiztizns.

The topic ethical conduct is very closely related t¢ the
topic ethical settlements in negotiations. Accordingly, they
will be described together. Notably, the topics do not refer
to Air Force Regulation 30-30 or similar ethics regulations
or credos. Instead, they refer to concepts such as fair and
reasonable settlements, open communications, and equity for
both government and contractor.

Source Selection Pricing Suppeort. Pricing support for
source selection should involves determining that proposed

costs are realistic (which requires a comparison of the

J-1




statement of work, work breakout structure, and cost buildup),
complete, and reasonable; at times involves using limited,
uncertified cost and pricing data; and has limited and
higﬁly structured communication mechanisms.

Establishing a Training Program for Subordinates. A
training program for pricers should interrelate on-the-job
training, the required prcfessicnal continuing education
ccurses, and other formal courses and informal trainiag
opportunities that are designed to enhance the individuals
overall capabilities and groom them for management opportuni-
ties. To establishing a training program for subordinates,
technical training in such areas as price/cost analysis, cost
2stimating, contract administraticn, cost accounting stand-
ards, overhead analysis, and so forth must be addressed.

The Roles and Responsibilities of Pricers in Negotia-

tions and Program Management/2ricing Conflict Resolutica.

What is needed in a discussion of these topics is a cleare.
definition of the mission and rcle of the pricer, the :zon-
tracting officer, the auditor, cther technical support per-
sonnel, and of the program manager. Those roles are defined
by each particular office's organizational structure and
cultural norms. For example, one purchasing center reported-
ly exhibits conflict between the program managers and the
pricers, whereas such conflicts seldom if ever occur at other
purchasing centers. The norms of the latter offices have

more clearly defined roles for each function. 1In addition to

J-2




clearer definitions, techniques are needed to resolve con-
flicts whenever they occur.

Factfinding. In some organizations the pricer 1z the
key player in factfinding and adequate attention must be
given to ensure that all elements of the statement of work
are addressed and appropriately priced in the contractor's
croposals. Pricers need to know what to look for and acw ::
conduct the meetings.

v

Adequate Price Competition for Cther than Firm Fized

Price Contracts. In some organizations pricers are taslked
with establishing guidelines for structuring the evaluaticn
criteria fcr determining the winner in price comgetitrons
involving fixed price incentive firm, cost plus incentive
fee, cost plus fixed fee, and time and material contract
types. Developing criteria that yields an "apples to appies”
compar.son is at times very Jdifficult.

pepct Competition. Some priciang offices have become

involved in the evaluation of competitive prepcosals submitiel
by varicus depots and, scmetimes, private entities. To
evaluate the proposals, a better understanding of the reia-
tionship between the Cost Comparability Handkook and the Ccst
Accounting Standards, instruction on how to perform meaning-
ful comparisons of public and private proposals, and an
overview of differences in costing practices among the serv-

ices are needed.




Requests for Egquitable Adjustments. In smaller supply

contracts such requests usually invclve simpler issues which
are easily resolved. In major acquisitions requests for
equitable adjustments may be quite complex with many issues,
and may be an attempt to reprice the contract after a "buy-
in." Accordingly, instruction would include how to differen-
tiate between equitable adjustments and repricing, and how to

interpret and apply variocus contract provisions such as the

Changes Clause or a Not-to-Exceed.

Fundamentals of Contract Theory. The fundamentals <!

(X

centract theory would address the basics of contracting £

«Q)

those price analystz who have had nc contracting =xperies

=
[§]
i

The Eichleay Formula for Unabsocrbed Overhead. Th=z

Eichleay formula for unaksorbed ovarhead iz c¢ccasicnally used
in cases that is in litigation. <Coverage would include the
tachnique itself, the case law hiztory, and the premise up.a
which entitlement is based.

Estimating. Usually pricers are not invelved 1a Jde-
veloping estimates, rather reviewing estimates made by ctih-
ers. Occasionally, such as in source zelection, estimates Ly
the pricer are required. Accordingly, the technigues cf
establishing realistic and reasonakle estimates are needed.

Claims. Pricing a claim is similar to other pricing
action excep} claims occasionally require consideration for

burden of proof. The policy stated in the Federal Acquisi-

tion Regulations is that claims should be negotiated if




possible. Accordingly, some pricers neced to l=arn to see
the big picture and the contractor's point cf view, and have
less emphasis on individual elements of cost.

Overhead (Unallowables}. This “opic involves the review

of FAR part 30, "Cost accounting standards'" and FAR part 31.
Specifically addressed is how to identify and account for
unallowable overhead costs.

Specialized Reviews, e.g., Should Cost. This topic

would review the principles and techniques involved in should
cost, could cost, pre-award, and similar reviews.

Cost Accounting Standards. This is a more detailed

review of the cost accounting standards published in FAR par:
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3C and the changes occurising as a recu
cial Officers Act of 1990 and similar legislation.

Pricing of Commercial, Nondevelopmental I:tems. Thi:z

ct

opic would cover technigques required to ensure that prices
paid for commercial, nondeveicpmental 1tems ale Lair and
reasonable. Related to this topic is how to periorm a vaiu-
analysis.

Estimates vs Actuals. This topic covers teclinigues of

comparing contractor's estimates tc incurred costs for the
purpcse of negotiating an estimate to complete. Involved is
learning how to work with less than ideal data.

DoD Profit Policy. . This topic would deal with current

profit policy, the intent of congress, and the application of

policy to various contract types.




contractor Financing. This topic involves a review of

the various types of contractor financing, i1%ts impact on
contract type and profii, and its impact on sp=2cial cases
such as contract in litigation.

Impact and Cost of C/SCSC, CPR, C/SSR, etc. These types

of reviews are often required kbut are not priced separately.
Consequently we do not understand their impact on price or
upon the contractor's regular information reporting system.
This tcpic weould dizcuss their impact and viable alternative
tailored requirements.

Cost Monitoring Reviews. This topic concentrates upon
the impact of and techniques required to accomplished cost

reviews.
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